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Old Surety Life Insurance Company
Actuarial Memorandum
Form 500 - F — AR

Purpose

The purpose of this rate filing is to request a rate revision and to demonstrate that the anticipated
loss ratio of the product meets the minimum requirements of your state. This rate filing is not
intended to be used for other purposes.

General Descriptions

Form 500-F-AR is an individual Medicare Supplement Policy and is a closed block of business.
This policy provides coverage for Standard Medigap Plan F.

Scope and Reason for Rate Request

The requested rate increase is 8%. The rate increase is necessary because of the changes in
Medicare benefits, inflationary trends and adverse experience. If this rate increase is approved, it
will be implemented on the next policy anniversary date after proper policyholder notification.
Estimated Average Annual Premium

The current and proposed estimated average annual premiums are shown below:

Current $4,362
Proposed $4,711

Historical Experience

The historical experience on this block of business from inception through August 31, 2010 is
shown in Exhibit 1.

Loss Ratio Projection

The loss ratio projections without and with the proposed rate increase are shown in Exhibits 2 and
3. The following assumptions were used in the loss ratio projections:

Trend Rates: 10 %
Aging of Claims: 2%
Lapse Rates: 15%
Shock Lapses: 5%

Interest Rate 6%



Old Surety Life Insurance Company
Actuarial Memorandum
Form 500 -F - AR

Rate Increase: 8% (Implementation to begin 01/01/2011)

The projected loss ratios are shown in Exhibits 2 & 3. The Anticipated Future Loss Ratios and the
Lifetime Anticipated Loss Ratios are as follows:

Without Increase With Increase
Future 76.5% 71%
Lifetime 63.5% 63%

The future loss ratio is calculated as the present value of future incurred claims divided by the
present value of future earned premiums. The lifetime loss ratio is calculated as the sum of the
accumulated incurred claims since inception plus the sum of the present value of future incurred
claims divided by the sum of the accumulated earned premiums since inception plus the sum of the

present value of future earned premiums.

Actuarial Certification

I certify that to the best of my knowledge and judgment, this rate submission is in compliance with
the applicable laws and regulations of the state and the benefits are reasonable in relation to the
premiums. The lifetime anticipated loss ratio exceeds the applicable loss ratio of 65%.

'
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Jdnfes L. Harlin FSA MAAA
FiSource, Inc

1019 Waterwood Pkwy Suite E
Edmond, OK 73034
Telephone; 405/513-5166

Fax: 405/513-5166



Exhibit 1

Old Surety Life Insurance Company
Policy Form Form 500-F-AR
Current Average Rate

Proposed Average Rate

Historical Experience

Issue Number Earned

Year of Policies Premium
1995 26 % 5,419
1996 227 $ 129,193
1997 340 $ 299,900
1998 387 $ 415,993
1999 400 $ 4428621
2000 422 $ 478,371
2001 391 § 521,215
2002 304 $ 548,159
2003 262 $ 508,273
2004 241 $ 474,180
2005 197 $ 423,366
2006 136 $ 357,972
2007 116 $ 305,010
2008 97 $ 290,244
2009 60 $ 254,000
2010 42 $ 126,744

$
$

4,362

4,711

Incurred
Claims

3,185
74,318
161,511
236,503
270,605
342,295
361,596
353,312
303,170
264,317
259,001
189,025
215,467
233,641
189,501
57,401

2010 is for data through August 31 2010

Loss
Ratio

59%
58%
54%
57%
61%
72%
69%
65%
60%
56%
61%
53%
71%
80%
75%
45%



Exhibit 2
Old Surety Life Insurance Company
Policy Form Form 500-F-AR

10-Year Projection
Without proposed increase

WITHOUT INTEREST____ WITH INTEREST

Calendar Earned Incurred Loss Earned Incurred Loss

Year Premium Claims Ratio Premium Claims Ratio
1995 $ 5419 $ 3,185 59% $ 12,987 $ 7,633 59%
1996 $ 129,193 $ 74,318 58% $ 292,093 $ 168,026 58%
1997 $ 299,900 $& 161,511 54% $ 639,665 $ 344,491 54%
1998 $ 415993 § 236,503 57% $ 837,060 $ 475,891 57%
1999 $ 442621 $ 270,605 61% $ 840,227 $ 513,689 61%
2000 $ 478,371 $ 342,295 72% $ 856,690 $ 612,998 72%
2001 $ 521,215 $ 361,596 69% $ 880,582 $ 610,909 69%
2002 $ 546,159 $ 353,312 65% $ 870,494 $ 563,126 65%
2003 $ 508,273 $ 303,170 60% $ 764,255 $ 455,856 60%
2004 $ 474180 $ 264,317 56% $ 672,633 $ 374,939 56%
2005 $ 423,366 $ 259,001 61% $ 566,559 $ 346,602 61%
2006 $ 357972 $ 189,025 53% $ 451,931 $ 238,640 53%
2007 $ 305010 $ 215,467 1% $ 363,272 $ 256,625 71%
2008 $ 290,244 $ 233,641 80% $ 326,118 $ 262,519 80%
2009 $ 254000 $ 189,501 5% $ 269,240 $ 200,871 75%
2010 $ 190,116 $ 89,546 47% $ 190,116 $ 89,546 47%
2011 $ 161,599 $ 85,400 53% $ 152,452 $ 80,566 53%
2012 $ 137,359 $ 81,446 59% $ 122,249 $ 72,486 59%
2013 $ 116,755 $ 77,675 67% $ 98,030 $ 65,217 67%
2014 $ 99,242 $ 74,078 75% $ 78,609 $ 58,677 75%
2015 $ 84,355 ¢ 70,649 84% $ 63,035 $ 52,793 84%
2016 $ 71,702 $ 67,377 94% $ 50,547 $ 47,498 94%
2017 $ 60,947 $ 64,258 105% $ 40533 $ 42,735 105%
2018 $ 51,805 $ 61,283 118% $ 32,503 $ 38,450 118%
2019 $ 44,034 $ 58,445 133% $ 26,064 $ 34,594 133%
2020 $ 37429 $ 55,739 149% $ 20,900 $ 31,125 149%

Past $ 5,636,613 $ 3,543,808 62.9% $ 8,820,935 $ 5,514,726 62.5%

Future $ 865,226 $ 696,350 80.5% $ 684,921 $ 524,140 76.5%

Lifetime $ 6,501,839 $ 4,240,157 65.2% $ 9,505,856 $ 6,038,866 63.5%

Trend 10.0% Old Blend Rt $ 4,362

Aging Trend 2.0% NewBlend Rt $ 4,711

Lapse rate 15.0%

Shock Lapse 5.0%

Int Rate 6.0%




Exhibit 3

Old Surety Life Insurance Company
Form 500-F-AR

Policy Form

10-Year Projection

With proposed increase

WITHOUT INTEREST __

WITH INTEREST

Calendar Earned Incurred Loss Earned Incurred Loss

Year Premium Claims Ratio Premium Claims Ratio
1995 $ 5419 $ 3,185 59% $ 12,987 $ 7,633 59%
1996 $ 129,193 $ 74,318 58% $ 292,093 % 168,026 58%
1997 $ 299,900 $ 161,511 54% $ 639,665 $ 344,491 54%
1998 $ 415993 $ 236,503 57% $ 837,060 $ 475,891 57%
1999 $ 442621 $ 270,605 61% $ 840,227 $ 513,689 61%
2000 $ 478,371 $ 342,295 72% $ 856,690 $ 612,998 72%
2001 $ 521,215 $ 361,596 69% $ 880,582 $ 610,909 69%
2002 $ 546,159 $ 363,312 65% $ 870,494 $ 563,126 65%
2003 $ 508,273 $ 303,170 60% $ 764,255 $ 455,856 60%
2004 $ 474180 $ 264,317 56% $ 672633 $ 374,939 56%
2005 $ 423,366 $ 259,001 61% $ 566,559 $ 346,602 61%
2006 $ 357,972 $ 189,025 53% $ 451931 § 238,640 53%
2007 $ 305,010 $ 215,467 71% $ 363,272 $ 256,625 71%
2008 % 290,244 $ 233,641 80% $ 326,118 $ 262,519 80%
2009 $ 254,000 $ 189,501 75% $ 269240 $ 200,871 75%
2010 $ 190,116 $ 89,546 47% $ 190,116 $ 89,54@_ 47%
2011 $ 164,260 $ 80,376 49% $ 154,962 $ 75,827 49%
2012 $ 139,621 $ 76,655 55% $ 124262 $ 68,222 55%
2013 $ 118,678 $ 73,106 62% $ 99,644 $ 61,381 62%
2014 $ 100,876 $ 69,721 69% $ 79,903 $ 55,225 69%
2015 $ 85,745 $ 66,493 78% $ 64,074 $ 49,687 78%
2016 $ 72,883 $ 63,414 87% $ 51,380 $ 44,704 87%
2017 $ 61,951 $ 60,478 98% $ 41201 $ 40,221 98%
2018 $ 52,658 $ 57,678 110% $ 33,038 $ 36,188 110%
2019 $ 44759 $ 55,007 123% $ 26,493 $ 32,559 123%
2020 $ 38,045 §$ 52,461 138% $ 21,244 $ 29,294 138%

Past $ 5636613 $ 3,543,808 63% $ 8,820,935 $ 5,514,726 63%

Future $ 879,477 $ 655,388 75% $ 696,202 $ 493,308 71%

Lifetime $ 6,516,090 $ 4,199,195 64% $ 9,517,137 $ 6,008,034 63%

Trend 10.0% Old Blend Rt $ 4,362

Aging Trend 2.0% NewBlendRt $ 4,711

Lapse rate 15.0%

Shock Lapse 5.0% New/old Rt 108.0%

Int Rate 6.0%
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